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Date: @ET 2 ( 3  895 

Employer ID Number: 
***********

Person to Contact: 
*******************

Telephone Nu;iber : 
*************

Refer Reply TJ: 
*****************

Dear Sir or Madam: 

We have consrdered your opplicatlon for recognition of exemption from Federal 
income tax under section 501(c)(6) gf the Internal Revenue Code. 

The information submitted indicates that you were.' incorporated on ************0, 
in the State of ******. Your Articles of Incorparation state that the 
organizatian was organized to promote the concept of Bed and Breakfast in ****** 
and tourism in the State through education, publications, quality and safety 
standards. , ' 

Full members are requlred to pay dues as well as have their establishments 
Inspected and certified by the organization as meeting certain quality 
standards. Associate members pay a reduced dues amou~:t and are not required to 
pass an ir~spection. Associate members have no voting rights and do not appear 
in any materials of the organizat~on. 

You intend to accomplish your purposes with several activities. Twice a year 
the organization conducts seminars on topics of interest to swners CIF Bed 8 
Breakfast establishments. These meetings are open to members and non-members. 
Registration fees are charged for attendance at these meeting. based on the 
individual's membership status with the organization. fittendence at these 
meetings has been made up of mainly members of tne organization. 

Regional Directors of the organitat ion per form inspection services for 
p'ospective members. 

finother activity of the orgeniratian is the preparation and distribution of a 
brochure. The brochures list n l i  members of the organization and provide 
information about each member'e establishment. The brochur-es are made available 
at tourist information centers, each member's establishment and other areas. 

The organization has also prepared and c;:,cributed a book of photos and 
information regarding each member's establishment. Copies of the book have been 
placed in the tourist information centers and at each member's establishment. 

A cookbook is also published and distributed by the orgacization. The cookbook 
is distributed to the members at cost and then sold by the members. 



********* ***** ***** * * * * * * * * * * *  ******  

A c c o r d i n g  t o  a  schedu le  p r o v i d e d  b y  you r  r e p r e s e n t a t i v e  i c o p y  a t t a c h e d ) ,  t h e  
d i r e c t o r s  o f  t h e  o r g a n i z a t i o n  spent  between **:: and *0Z o f  t h e i r  t i m e  r n  t h e  
preparation and d i s t r i b u t i o n  o f ' a d v e r t i s i n g  m a t e r i a l s ,  ie -- b r o c h u r e s ,  p h c t o  
a l b u m s ,  8 9 B p r o m o t i o n  ar,d A d v e r t i s i n g  and cookbooks,  f ~ -  t h e  yea rs  end lng  
* * * * * * * * *  * * * * * * * * * * * * * * * * * * ****** ***** **** 4. F u r t h e r ,  f o r  t h e  , fears  end lny  * * * * * * * * *  
* * * * ******* ****** ***** * * * * 4 ,  e x p e n d i t u r e s  f o r  t h e s e  a c t ~ v i t i e s  c o n s t i t u t e d  *  Z X ,  ** '4 
and  * 1% o f  t h e  o r g a n ~ : a t i o n ' s  t a t a l  e x p e n d i t u r e s ,  r e s p e c t ~ \ + c l y .  

S e c t i o q  5 C j i ( c )  o f  t h e  Code d e s c r i b e s  c e r t a i n  organizations exempt From F e d e r a l  
n c o r e  ca:. under  ~ e c t  i o n  501 ( a  and r e a d s ,  i n  p a r t  , a s  f ' o l  l o u s  : 

( 6 )  B u s i n e s s  l e a g u e s ,  chambers o f  commerce, r e a l  e s t a t e  b o a r d s ,  boards  o f  
t r a d a ,  * + * ,  n o t  organized f o r  p r o f i t  and no p a r t  o f  t h e  n e t  e a r n ~ n g a  o f  
w h l c h  i n u r e s  t o  t h e  b e n e f i t  c f  any p r i v a t e  s h a r e h o l d e r  o r  i n d l v l d u a l . "  

S e c ! l o n  1.501 ( c  ) ( 6  ) - I  o f  t he  r e g ~ i l a t i o n s  p rov ide ,  i s  f o l l o w s :  

" A  b u s l n e s s  l eague  1s an association o f  pe rsons  h a v l n g  same common b u s i n e s s  
i n t e r e a t ,  t h e  purpo5e o f  w h i c h  l a  t o  promote  such common i n t e r e s t  end no t  
t o  erlrsq-: l n  r e g u l a r  b u s l n e s s  o f  a  k l n d  ordinarily c a r r i e d  on f o r  p r o f i t .  
I t  i s  an o rgan l :a t l on  o f  t h e  same g e n e r e l  c l a s s  a s  a chamber o f  commerce c r  
b o a r d  o f  t r a d e .  T h ~ s ,  ~ t s  a c t ~ v i t l e s  e h o u l d  be d ~ r e c ! e d  t o  t h e  improvement 
o f  b u s l n e s s  c o n d l t l o n s  o f  one o r  more l i n e s  o f  b u s l n e s s  as d i s t l n g u l s h a d  
f r o m  t h e  pe r fo rmance  o f  particular s e r v l c e s  f o r  ~ n d l v l d u a l  pe rsons .  4n 
o r g a n l z a t l o n  whose purpose 1s t o  engage I n  a r e g u l a r  bus lness  o f  a k ~ n d  

o r d i n a r i l y  c a r r l e d  7 0  ' o r  p r o f i t ,  even though t h e  busrness  13  conduc ted  on 
a c o o p c r a t ~ v e  bar p roduces o n l y  s u f f l c l s n t  income t o  be 
s e l f - s u s i s l  - 5  no t  a  bus lness  l eague .  * + + "  

Revenue R u i i n g  .. , ,  1965-1 C . E .  236 p r o v l d e s  t h a t  A,I o r g a n i z a t i o r ~  formed t o  
p romote  t h e  t o u r i s ?  i n d u s t r y  i n  i t s  a rea  and whose p r i n c i p a l  a c t i v l t y  r s  t h e  
pub1  i c a t  i o n  o f  a year-book c 2 n s i s t  i n g  l a r g e l y ,  o f  pa'!d a d v e r t i s e m e n t s  f o r  l t  s  
members 1 3  n o t  exempt ~ t n d e r  I n t e r n a l  Revenue Code (IRC~ s e c t i o n  5 8 1 ( c ) ( 6 ) .    he' 
r e v e n u e  ~ u l i n g  f u r t h e r  s t a t e d  t h a t  t h e  p u b 1 i c a t i o n " : o f  a l d v e r t i s i n y  m a t t e r  
c o n t a i n i n g  l l s t i n g s  o f  t h e  names o f  i n d i v i d u a l  members = o n s t i t u t e s  a d v e r t l s l n g  
f o r  t h e  i n d i v i d u a l s  so advertised and i s  t h u s  c o n s i d e r e d  t h a  per fo rmance o f  
p a r t i c u l a r  s e r v i c e s  f o r  such i n d i v i d u a l s ,  r a t h e r  t h a n  an o c t l v l t y  aimed a t  t h e  
improvement o f  g e n e r a l  bus iness  c o n d i t i o n s .  

The a c t i v i t i e s  o f  a  bus iness  l eague  must b e  d i r e c t e d  t o  t h e  improvement o f  
b u s l n e s s  c o n d i t i o n s  o f  one o r  more l i n e s  o f  b u s i n e s s  i n , ; o r d e r  t o  q u a l i f y  f o r  
e x e m p t i o n .  However,  a c t i v i t i e s  c a n ' t  be  d i r e c t e d  t o  th& per fo rmance  o f  
p a r t i c u l a r  s e r v i c e s  f o r  ~ n d i v ~ d u a l s  and s t i l i  q u a l i f y  f ' d r  exempt ion .  

W h i l e  t h e  semi-annual  memher mee t ings  do sppear  t o  have jsome e d u c a t i o n a l  
a s p e c t s ,  a  s u b s t a n t i a l  p o r l , 2 n  o f  t h e  o r g a n r z a t l o n ' s  a c ( i v i t i c s  a r e  t o  p r o v l d e  
a d v e r t i s i n g  f o r  t h e  members o f  t h e  o r g a n i z a t i o n .  T h ~ s  dauses a  d l r e c t  b e n e f i t  
t o  f l o w  t o  t h e  members I n  t h e  fo rm o f  t h e  pe r fo rmance  o f  p a r t i c u l a r  s e r v i c e s  
s i m i l a r  t o  t h e  s i t u a t i o n s  d e s c r i b e d  l n  Revenue R u l i n g s  G5-14 and 67-77 above.  

A c c o r d ~ n g l y ,  i t  i s  h e l d  t h a t  you a r e  n o t  e n t l t l e d  t o  exemption f rom F e d e r a l  
Income Tax as  a n  o r p a n l z a t i o n  d e s c r i b e d  i r ~  I R C  s e c t l o n  S 8 1 ( c ) ( 6 ) ,  and you e r e  
r e q u i r e d  t o  f i l e  F e d e r a l  Income f a x  R e t u r n s  o n  Form 1120. 



, I '  

******* **** ************** ***** 

I f  you do not agree with these conclusion6, you may, within 30 days from the 
date of this letter, f i i e  in duplicate a brief of the facts, lau, and argument 
that clearly sets forth your position. If you desire an oral discussion o f  the 
Issue, please indicate this in your protest. The enclosed Publication 892 g l v e s  
instructions for filinp a protest. 

I f  you do not file a proteat with this office withir 30 lays o f  the date o f  this 
report or letter, this proposed determil-at ion wi 11 l b e c ~ t ~ e  final. 

I f  you agree with these conclusions or do not wish to file a written p r o t a ~ t ,  
please sign and return Form 6018 in the enclosed aelf-addressed envelope as soon 
a5 possible. 

Sincerely, 

**
****** * * * ******
District Director 

Enclosures: 
Form 6018 
Publication 892 


